As the natural hazards to crops are exceptionally high in certain types of farming, such as wheat production in the semiarid West, the next illustration may very properly be based on this type of farming. Let it be assumed that farmers X, Y, and Z are engaged during a given year in producing wheat by dry-farming methods in three semiarid regions of the West, and that the average yield of wheat in each of these regions for the last 20 years has been 8 bushels an acre. Let it be assumed also that this average yield has, at the price received, given returns covering all proper charges against the production of an acre of wheat under the methods of tillage followed by these men. On each of the farms in question 35- bushel yields have been harvested, Y having reaped a 35-bushel crop a year ago.
In the territory where X operates, average conditions prevail throughout the year in question. X grows and actually reaps an 8- Tables 1 and 2 apply.   Tables 1 and 2, respectively. Table 3 Rice- Contd. 1915 1916 1917 1918 1919 Potatoes: 1909 1910 1911 1912 1913 1914 1915 1916 1917 1918 1919 Tobacco: 1909 1910 1911 1912 1913 1914 1915 1916 1917 1918 1919 Hav :& 1909 1910 1911 1915 1916 1917 1918 1919 Cotton: 1909 1910 1911 1912 1913 1914 •. 1915 1916 1917 1918 1919 Total: 1909c One of the most important differences between this policy and either of those previously described is the plan provided for settlement of losses. In the case of total destruction of the insured crop the company agrees to pay 75 per cent of the cost of the field operations actually performed, such indemnity not to exceed 75 per cent of the total insurance carried. Furthermore, it is provided that the indemnity shall in no case exceed the cost of replacing all or any part of the quantitative returns on which the insurance is based with products of like kind and sound quality. Finally, it is provided that indemnity shall in no case exceed the amount, if any. by which the amount insured exceeds the market value of the crop harvested.
Under this provision a change in price in either direction may be taken advantage of by the company.
PRINCIPLES OF CROP INSURANCE.
The need of the farmer is a form of insurance that (1) will safeguard him as far as practicable against all unavoidable losses which would seriously cripple him. and (2) can be obtained at a cost or premium which he can afford to pay.
being included in such investment. If it is attempted also to cover the loss of prospective profits by partial damage to a crop promising a yield above the average, the cost is sure to be prohibitive.
If insurance consisting of the collection of premiums and the distribution of such premiums to those incurring a loss under the insurance contract could be conducted without expense, it might be wise to insure against every conceivable source of loss, thereby practically equalizing and standardizing the income. It is, of course, no more possible to achieve this than it is for a locomotive to turn into tractive power all the energy contained in the coal that it consumes.
A greater or less proportion of the amount contributed by the insured as premiums must be used to meet the expense of conducting the business, or, to carry out the figure, to overcome the frictional element of the insurance machine. It is, therefore, possible in the long run for an insurance company to pay back in indemnities to its members or patrons only a materially smaller amount than the sum collected from the insured in the form of premiums.
The important fact to be made clear may be further explained by pointing out that, covering a period of years, a farmer ordinarily secures a greater net income by carrying his own risk than will accrue to him if he purchases any form of crop insurance from year to year. This is true, however, only on condition that no loss suffered is sufficiently serious to cause him to lose his farm or to handicap him in his farming operations. It must be concluded, therefore, that insurance is to be recommended against such crop losses as would seriously cripple the farmer. On the other hand, it is a form of extravagance to insure against such losses as he can bear without undue inconvenience.
It may be laid down as another principle that the ideal crop insurance will, to the extent indicated, provide protection against all unavoidable hazards to which the crop is subject. If one of these hazards is left unprovided for in the insurance contract, the insured may lose his crop from that hazard and find himself worse off for having carried insurance by the amount of premium paid or premium obligation assumed.
In the final analysis, there is little more logic in carrying crop insurance against certain specified hazards with the insured carrying the total risk against other hazards than there would be in taking out a life insurance policy against certain specified diseases. The thing that the buyer of life insurance seeks is the positive assurance that in the case of his premature death the economic loss sustained by his dependents will to a greater or less extent be made good by the insurance. Similarly, the thing needed by the producer of crops is the assurance that if these crops fail to produce a reasonable har- 
